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M E M O R A N D U M  ECEIVED 

FROM: Utilities Division k Z  CORP COMMISSfi3H 
OOCKETCOHTROL 

DATE: August 23,201 1 

RE: MOHAVE ELECTRIC APPLICATION FOR APPROVAL 
OF NET METERING TARIFF REVISIONS (DOCKET NO. E-O1750A-11-0261) 

Backcround 

On June 30, 201 1, Mohave Electric Cooperative, Inc. (“Mohave” or “Cooperative”) filed 
an application for approval of revisions to its Net Metering Tariff (“Schedule NMS”). Mohave’s 
Schedule NMS was previously revised by the Arizona Corporation Commission (“ACC” or 
“Commission”) in Decision No. 72087, effective January 20,20 1 1. 

Net Metering allows electric utility consumers to be compensated for generating their 
own energy from renewable resources, fuel cells, or Combined Heat and Power (i.e., co- 
generation). 

Proposed Tariff Revision 

Mohave’s Schedule NMS applies to customers with any type of on-site generation using 
resources allowed by the Net Metering Rules and works in conjunction with the rate schedule 
from which the customer currently takes service. The tariff follows the Net Metering Rules with 
respect to eligibility, metering, billing, and disposition of excess customer generation. 

In this application, Mohave is requesting a modification of the definition of “Annual 
Average Avoided Cost” and an updated Annual Average Avoided Cost (“AAAC”). 

Annual Average Avoided Cost Definition 

As stated in Arizona Administrative Code (“A.A.C.”) R14-2-2306(F), “The payment for 
any remaining credits shall be at the Electric Utility’s Avoided Cost.” R14-2-2302(1) defines 
“Avoided Costs” as “the incremental cost to an Electric Utility for electric energy or capacity or 
both which, but for the purchase from the Net Metering facility, such utility would generate itself 
or purchase from another source.” 

Mohave’s current Schedule NMS defines “Annual Average Avoided Cost” as “the 
average annual wholesale fuel and energy costs per kWh charged by the Cooperative’s wholesale 
power supplier(s) during the Calendar Year, determined based upon the Cooperative’s audited 
financial statement for the applicable Calendar Year. The Cooperative will submit an updated 
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Net Metering Service Tariff to the ACC no later than July 15 each year for approval of the 
Annual Average Avoided Cost. The current avoided kWh cost, once approved by the ACC, will 
be available at every Cooperative office and will continue in effect until the next AAAC is 
approved by the ACC.” 

Mohave is proposing a change to the definition of “Annual Average Avoided Cost.” As 
proposed, “Annual Average Avoided Cost” would mean “the average annual wholesale fuel and 
energy costs per kWh charged by the Cooperative’s wholesale power supplier(s) during the 
Calendar Year, determined based upon the Cooperative’s audited financial statement for the 
applicable Calendar Year. The Cooperative will submit an updated Net Metering Service Tariff 
to the ACC no later than July 15 each year for approval of the Annual Average Avoided Cost. 
The current avoided kWh cost, once approved by the ACC, will be available at every 
Cooperative office and will continue in effect until the next AAAC is effective, which shall be 
December 1’‘ following the anvlual filing of an updated Net Metering Service Tar@ unless 
suspended or otherwise ordered by the Commission, prior thereto. ” Staff has italicized the 
portion of the definition that contains Mohave’s proposed modification. 

Staff is not opposed to a December 1 , 201 1 effective date for the proposed AAAC. Such 
an effective date would allow the Cooperative to utilize the updated AAAC for its annual true-up 
which occurs during the last billing period of the calendar year, which is January 1 through 
December 3 1. 

Staff is also not opposed to Mohave’s proposed revision of the definition of “Annual 
Average Avoided Cost.” 

Annual Average Avoided Cost Amount 

Under Mohave’s current approved Schedule NMS, the customer’s excess generation 
energy is credited at the rate of $0.0425 per kWh. Mohave has filed a proposed revised credit 
rate of $0.03912 per kWh based on the Cooperative’s cost of energy purchases for 2010. 

Mohave does not own any generating assets and purchases all of its energy on a 
wholesale basis. In calculating its avoided cost, Mohave uses its cost of purchased power, minus 
costs associated with demand and service charges and transmission costs. 

Staffs review of Mohave’s actual costs of purchased power over the past 12 months 
results in an average cost of $0.03912 per kWh, consistent with the AAAC proposed by Mohave. 
The new tariff rate equates to a $0.00338 decrease in Mohave’s avoided cost rate. 

Fair Value Consideration 

Staff has considered the proposed change in Mohave’s AAAC in terms of fair value 
implications. In Decision No. 57172, issued on November 29, 1990, the Commission determined 
the fair value of Mohave’s property to be $26,742,431. According to more recent information 
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provided by Mohave, as of December 2010, the estimated value of Mohave’s plant is 
$56,203,995. Although Staff considered this information, the proposed AAAC in Schedule NMS 
would have no significant impact on Mohave’s revenue, fair value rate base, or rate of return, 
because this charge is cost-based and relatively limited in scope. 

I 

I 

I Recommendations 

Staff recommends that the Commission approve Mohave’s revised Annual Average 
Avoided Cost for its Net Metering Tariff of $0.03912 per kWh. 

I 
Staff also recommends that the Commission approve the revised definition of Annual 

Average Avoided Cost, as proposed by Mohave. 

Staff recommends that Mohave be ordered to file a revised Net Metering Service Tariff in 
compliance with the Decision in this case within 15 days of the effective date of the Decision, 
with the Annual Average Avoided Cost specified in the Tariff as required by A.A.C. R14-2- 
2306(F). 

Staff recommends that the effective date of the revised Annual Average Avoided Cost be 
December 1’20 1 1. 

Steven M. Olea 
Director 
Utilities Division 

SMO : LAF : lhm\SH 

ORIGINATOR: Laura A. Furrey 
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BEFORE THE ARIZONA CORPORATION COMMISSION 

3ARY PIERCE 

30B STUMP 

3ANDRA D. KENNEDY 

’AUL NEWMAN 

3RENDA BURNS 

Chairman 

Commissioner 

Commissioner 

Commissioner 

Commissioner 

N THE MATTER OF THE APPLICATION 
IF MOHAVE ELECTRIC COOPERATIVE, 
NC. FOR APPROVAL, OF NET METERJNG 
rARIFF REVISIONS 

DOCKETNO. E-O1750A-11-0261 

DECISION NO. 

ORDER 

)pen Meeting 
;eptember 6 and 7,201 1 
’hoenix, Arizona 

3Y THE COMMISSION: 

FINDINGS OF FACT 

1. Mohave Electric Cooperative, Inc. (“Mohave” or the “Cooperative”) is certificated 

o provide electric service as a public service corporation in the State of Arizona. 

3ackg;round 

2. On June 30, 201 1, Mohave filed an application for approval of revisions to its Net 

detering Tariff (“Schedule NMS”). Mohave’s Schedule NMS was previously revised by the 

kizona Corporation Commission (“ACC” or “Commission”) in Decision No. 72087, effective 

ranuary 20,201 1. 

3. Net Metering allows electric utility consumers to be compensated for generating 

heir own energy from renewable resources, fuel cells, or Combined Heat and Power (i.e., co- 

;eneration). 

Proposed Tariff Revision 

4. Mohave’s Schedule NMS applies to customers with any type of on-site generation 

ising resources allowed by the Net Metering Rules and works in conjunction with the rate 
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schedule fiom which the customer currently takes service. The tariff follows the Net Metering 

Rules with respect to eligibility, metering, billing, and disposition of excess customer generation. 

5. In this application, Mohave is requesting a modification of the definition of 

‘Annual Average Avoided Cost” and an updated Annual Average Avoided Cost (“AAAC”)- 

4nnual Average Avoided Cost Definition 

6. As stated in Arizona Administrative Code (“A.A.C.”) R14-2-2306(F), “The 

layment for any remaining credits shall be at the Electric Utility’s Avoided Cost.” R14-2-2302(1) 

lefines “Avoided Costs” as “the incremental cost to an Electric Utility for electric energy or 

:apacity or both which, but for the purchase from the Net Metering facility, such utility would 

Zenerate itself or purchase from another source.” 

7. Mohave’s current Schedule NMS defines “Annual Average Avoided Cost” as “the 

tverage annual wholesale fuel and energy costs per kwh charged by the Cooperative’s wholesale 

lower supplier(s) during the Calendar Year, determined based upon the Cooperative’s audited 

inancial statement for the applicable Calendar Year. The Cooperative will submit an updated Net 

VIetering Service Tariff to the ACC no later than July 15 each year for approval of the Annual 

iverage Avoided Cost. The current avoided kWh cost, once approved by the ACC, will be 

Lvailable at every Cooperative office and will continue in effect until the next AAAC is approved 

iy the ACC.” 

8. Mohave is proposing a change to the definition of “Annual Average Avoided Cost.” 

Is proposed, “Annual Average Avoided Cost” would mean “the average annual wholesale fuel 

md energy costs per kWh charged by the Cooperative’s wholesale power supplier(s) during the 

Xendar Year, determined based upon the Cooperative’s audited financial statement for the 

tpplicable Calendar Year. The Cooperative will submit an updated Net Metering Service Tariff to 

he ACC no later than July 15 each year for approval of the Annual Average Avoided Cost. The 

:urrent avoided kWh cost, once approved by the ACC, will be available at every Cooperative 

kffice and will continue in effect until the next AAAC is efective, which shall be December IS‘ 

bllowing the annual $ling of an updated Net Metering Service Tarzfi unless suspended or 

Decision No. 
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pthenuise ordered by the Commission, prior thereto.” Staff has italicized the portion of the 

iefinition that contains Mohave’s proposed modification. 

9. Staff is not opposed to a December 1 , 201 1 effective date for the proposed AAAC. 

Such an effective date would allow the Cooperative to utilize the updated AAAC for its annual 

true-up which occurs during the last billing period of the calendar year, which is January 1 through 

December 3 1. 

10. Staff is also not opposed to Mohave’s proposed revision of the definition of 

‘Annual Average Avoided Cost.” 

4nnual Average Avoided Cost Amount 

11. Under Mohave’s current approved Schedule NMS, the customer’s excess 

;eneration energy is credited at the rate of $0.0425 per kwh. Mohave has filed a proposed revised 

:redit rate of $0.03912 per kwh based on the Cooperative’s cost of energy purchases for 2010. 

12. Mohave does not own any generating assets and purchases all of its energy on a 

wholesale basis. In calculating its avoided cost, Mohave uses its cost of purchased power, minus 

:osts associated with demand and service charges and transmission costs. 

13. Stafr s review of Mohave’s actual costs of purchased power over the past 12 

months results in an average cost of $0.03912 per kwh, consistent with the AAAC proposed by 

Mohave. The new tariff rate equates to a $0.00338 decrease in Mohave’s avoided cost rate. 

Fair Value Consideration 

14. Staff has considered the proposed change in Mohave’s AAAC in terms of fair value 

implications. In Decision No. 57172, issued on November 29, 1990, the Commission determined 

the fair value of Mohave’s property to be $26,742,431. According to more recent information 

provided by Mohave, as of December 2010, the estimated value of Mohave’s plant is $56,203,995. 

Although Staff considered this information, the proposed AAAC in Schedule NMS would have no 

significant impact on Mohave’s revenue, fair value rate base, or rate of return, because this charge 

is cost-based and relatively limited in scope. 

. . .  

Decision No. 
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Recommendations 

15. Staff has recommended that the Commission approve Mohave’s revised Annual 

Average Avoided Cost for its Net Metering Tariff of $0.03912 per kWh. 

16. Staff has also recommended that the Commission approve the revised definition of 

Annual Average Avoided Cost, as proposed by Mohave. 

17. Staff has recommended that Mohave be ordered to file a revised Net Metering 

Service Tariff in compliance with the Decision in this case within 15 days of the effective date of 

the Decision, with the Annual Average Avoided Cost specified in the Tariff as required by A.A.C. 

R14-2-23 06(F). 

18. Staff has recommended that the effective date of the revised Annual Average 

Avoided Cost be December 1,20 1 1. 

CONCLUSIONS OF LAW 

1. Mohave Electric Cooperative, Inc. is an Arizona public service corporation within 

the meaning of Article X V ,  Section 2, of the Arizona Constitution. 

2. The Commission has jurisdiction over Mohave and over the subject matter of the 

application. 

3. Approval of Mohave’s Net Metering Tariff Revision does not constitute a rate 

increase as contemplated by A.R.S. Section 40-250. 

4. The Commission, having reviewed the application and Staff’s Memorandum dated 

August 23, 20 1 1, concludes that Mohave’s Net Metering Tariff Revision should be approved as 

discussed herein. 
%. 

ORDER 

IT IS THEREFORE ORDERED that Mohave Electric Cooperative, Inc.’s Net Metering 

Tariff be and hereby is approved as discussed herein. 

IT IS FURTHER ORDERED that Mohave Electric Cooperative, Inc.’s Annual Average 

Avoided Cost is approved at $0.03912 per kwh, effective December 1,201 1. 

IT IS FURTHER ORDERED that the definition of Annual Average Avoided Cost be 

revised as discussed herein. 

Decision No. 
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IT IS FURTHER ORDERED that Mohave Electric Cooperative, Inc. shall file a revised 

(et Metering Tariff in compliance with this Decision within 15 days of the effective date of the 

lecision. 

IT IS FURTHER ORDERED that this Order shall become effective immediately. 

BY THE ORDER OF THE ARIZONA CORPORATION COMMISSION 

CHAIRMAN COMMISSIONER 

:OMMISSIONER COMMISSIONER COMMISSIONER 

IN WITNESS WHEREOF, I, ERNEST G. JOHNSON, 
Executive Director of the Arizona Corporation Commission, 
have hereunto, set my hand and caused the official seal of 
this Commission to be affixed at the Capitol, in the City of 
Phoenix, this day of , 2011. 

ERNEST G. JOHNSON 
EXECUTIVE DIRECTOR 

XSSENT: 

IISSENT: 

SMO : LAF : lhm\SH 

Decision No. 
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;ERVICE LIST FOR: Mohave Electric Cooperative, Inc. 
IOCKET NO. E-0 1345A- 1 1-026 1 

vlr. Michael A. Curtis 
fi: william P. Sullivan 
:urtis, Goodwin, Sullivan, 
Udal1 & Schwab, P.L.C. 

101 East Thomas Road 
'hoenix, Arizona 85012 
4ttorneys for Mohave Electric C 

dr. Steven M. Olea 
Iirector, Utilities Division 
bizona Corporation Commission 
1200 West Washington Street 
'hoenix, Arizona 85007 

VIS. Janice M. Alward 
2hief Counsel, Legal Division 
b izma Corporation Commission 
1200 West Washington Street 
'hoenix, Arizona 85007 

Docket No. E-O1750A-11-0261 

Dperative, In 

Decision No. 


